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KEY ECONOMIC INDICATORS: SIERRA LEONE, JULY 1976 
1974 1975 

ITEM PRODUCTION VALUE PRODUCTION VALUE 
PRODUCIION: MAJOR EXPORT COMMODITIES 

Diamonds (1,000 carats) 1,675 1.2 1,680 

Iron ore (1,000 long tons) 2,030 1.2 

Bauxite (1,000 long tons) 729 3.7 

Coffee (1,000 long tons) 3.1 2.5 

Cocoa (1,000 long tons) 5.8 6.6 

Palm Kernels (1,000 long tons) 23 6.9 


AGGREGATE DOMESTIC IND} ATORS 
GDP at market prices 390 
Population ('000) 2,700 3,000 (est) 
GDP per capita income 142 160 (est) 
Consumer price index 167 208 
Gross public external debt 103. 176 (est) 


FOREIGN TRADE AND PAYMENTS 
Total Exports 110. 105 
Total Imports 168. 151.1 
Balance of Payments (Surplus/Deficit) -h6é. N/A 
Foreign exchange reserve hi, 2h .9 


IMPORTS BY SOURCE2/ 
United Kingdom 37% Low 
Japan 10% 6% 
United States 9% 4% 
Western Germany 10% 11% 
Other countries 30% 


EXPORTS BY SOURCE2/ 
United Kingdom 80% 
Japan LZ 
United States 6% 
Western Germany LZ 
Other Countries 6% 


MAJOR IMPORTS FROM THE U.S.3/ 
Wheat 
Meal (of cereal and flour) 
Unmanufactured tobacco 
Old clothing 

MAJOR EXPORTS TO THE u.S.3/ 
Coffee 
Uncut diamonds 
Polished diamonds 
Ginger 
Chimpanzees ou 


1/ GDP figures are given at current prices and therefore do not take consideration 
of reduced purchasing power due to inflation, 
2/ After first 6 months of 1975. 3/ After first 9 months of 1975. 





SUMMARY 


Mining continues to dominate the economy of Sierra Leone. 
However, with the recent slump in the nation's mining industry, 
the awareness is growing that, in the future, Sierra Leone should 
develop other sectors of her economy and that agriculture offers 
great potential for development. The Government's program of 
achieving self-sufficiency in rice is progressing, with rice 
imports showing substantial decreases. Industrial development 
focuses on the promotion of export oriented agro-industries that 
utilize raw materials made in Sierra Leone. Government investment 
is continuing in the areas of transportation, communications and 
electrical generating facilities. Persistant Government budget 
and balance of payments problems will result in reduced develop- 
ment expenditures and delays in development projects. 


Economic relations between the United States and Sierra 
Leone are small in scale, but growing. The U.S. is an importer 
of Sierra Leone's diamonds and coffee. New investment in Sierra 
Leone's mining sector will result in renewed purchases of rutile 
(titanium dioxide) and possibly other minerals. Sierra Leone is 
a market for such U.S. products as foodstuffs, earthmoving equip- 
ment and air conditioners. Opportunities for food processing and 
electric generating equipment can be developed. Sierra Leone 
continues to seek foreign capital and technology, especially in 
the areas of agriculture, agro-industry, mining, tourism, fishing 
and forestry. Sierra Leone is a beneficiary country under the 
provisions of the 1974 Trade Act (GSP), has signed the Lome 
Convention giving the country special rights of access to the 
European Common Market, and has ratified the treaty inaugurating 
the Economic Community of West African States (ECOWAS). In 
addition, Freetown is the location of the West African Clearing 
House, an organization established in 1976 to facilitate regional 
financial transactions. Sierra Leone has joined with Liberia to 
create the Mano River Union. This union emphasizes economic 
cooperation and coordination. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Liquidity Crisis: The Government of Sierra Leone has been 
facing the problem of declining revenue while expenditures have 
exceeded planned levels. A deficit of $55.8 million was reported 
for the fiscal year ending June 30, 1976. Reduced Government 
income from diamond and iron mining is an important factor in the 
revenue shortfalls. The Government has been forced to rely on 
increased internal borrowing as well as resorting to contractor 
finance and supplier credit. Public debt charges constitute 
approximately one-third of the total budget for fiscal 1976/1977. 
The Government faces the need to reschedule debts or default. 


Balance-of-Payments Difficulties: Sierra Leone's trade 
position has suffered from continued high prices for essential 
commodities such as petroleum, currency fluctuations and 
declines in important export industries. A visible trade deficit 
of approximately $46 million was recorded in 1975 and foreign 
exchange reserves have dropped below $30 million in recent months. 
The Government has moved to restrict imports, but this in turn has 
reduced revenue from import duties and worsened the liquidity 
problem. The balance-of-payments situation is not expected to 
improve substantially until about 1978 when rutile, bauxite and 
agriculture exports are expected to increase. 


Mining Industry Downturn: The biggest development in the 
mining industry during 1975 was the liquidation of Sierra Leone 
Development Corporation Ltd (DELCO) and the closing of its 
Marampa iron mine. The Marampa mine had contributed approximately 
10 percent of Sierra Leone's exports by value, and had employed 
2,600 people. Efforts by the Government to interest other parties 
= taking over operation of the mine have been unsuccessful thus 

ar. 


Diamond mining remains the most important industry in Sierra 
Leone. However, prices have been relatively low in recent months 
and production is declining as reserves are depleted. The diamond 
industry also faces the traditional problems of illicit diamond 
diggers and smuggling. 


New investment in rutile mining ventures by a German firm, 
Bayer Preussag, and an American firm jointly owned by Nord Resources 
and Bethlehem Steel will contribute to exports and development. 





The German project began operating in 1976, and the American 
company expects to begin shipments in 1978. Alusuisse is 
moving ahead to open a new bauxite mine near Port Loko. 
Renewed interest has been shown in Sierra Leone's chromite 
deposits 


A key factor in determining the pace of development of the 
mining sector will be the manner in which Government implements 
a mining policy that holds the Government shall ultimately 
acquire 51 percent ownership of all mining ventures. Government 
has declared its intention to implement the policy pragmatically 
with an eye toward providing the incentives necessary to induce 
investors to undertake risky new mining ventures. 


Agriculture: Agriculture was the one comparative bright 
spot in the economy during the past year as rice production 
markedly increased. Sierra Leone has the potential to meet its 
domestic demand for rice if incentives are adequate. The 
Government's policy is to assure high prices to producers, 
subsidize inputs such as fertilizer, and encourage farmers to 
shift from upland rice production to swamp and paddy cultivation. 
Self-sufficiency in rice will probably be attained within three 
years. Agricultural export earnings for 1975 remained at 1974 
levels as higher coffee earnings due to greater production and 


rising world prices were cancelled out by falling world prices 
for palm kernals and palm oil. The export of cacao, ginger, 
palm oil and piassave continues on a relatively small scale. 


With the disappointing performance of the mining sector, the 
agricultural sector is receiving increased attention. In a recent 
speech, Vice President and Minister of Finance, Development and 
Economic Planning, S.I. Koroma, pledged that greater emphasis would 
be placed on the development of agriculture both for import 
substitution purposes as well as for export. The Government has 
expressed an interest in the development of large scale copra and 
rubber plantations, a fertilizer plant and increased timber 
production. Several new palm oil mills are being completed. The 
Eastern Province's IDA integrated agricultural development scheme 
which provides farmers with credit, training and extension services 
was recently extended to the Northern Province. A USAID project 
focusing on agriculture and rural development should begin in 1977. 





Improving Infrastructure Provides a Basis for Further 
Development: An internal all-weather highway network Linking 
the capital city, Freetown, with each of the provincial capitals 
and the diamond mining area has been completed. Work presently 
is underway to upgrade the section nearest Freetown and is 
expected to be completed in 1977. Extension of the highway 
system further to the north is planned. A direct road link 
between Freetown and Monrovia, Liberia was established in 
late 1975 with the opening of the Mano River Bridge. The 
construction of new bridges in the north will soon allow 
direct surface communication with Guinea. Internal 
air transport was improved with the opening of a new airfield 
in Kabala in the Northern Province. The Government recently 
has taken over direct control of the formerly autonomous 
Ports Authority and it is hoped that the corruption and 
inefficiency of that authority will be corrected. 


Improvement of the electric power supply is a high priority 
item for the Government. The awarding of a contract to a Swiss 
firm to supply a new turbine generating system for Freetown 
recently was announced. Work probably will begin as soon as the 
details of financing are completed. Preliminary work on the 
construction of a hydro-electric station at Bumbuna is well under 
way with access roads and a housing compound already constructed. 


Future work on the hydro project will depend on availability of 
funds. 


Political Scene Remains Tranguil: Despite the country's 
poor economic performance, President Siaka Stevens' All Peoples 
Congress (APC) remains in control of a basically settled political 
scene. A recent Cabinet reshuffle was carried through without 
difficulty. Although Sierra Leone is presently a de facto one 
party state, President Stevens has avoided the potentially 
divisive step of declaring the APC the only legal political party. 
He believes that if a one-party state does come to Sierra Leone 
it should result through “evolution and not by revolution." 


The economic recession represents perhaps the greatest 
political problem facing the country. The effects of the new 
austerity budget, with its increased taxes and reduced benefits 
for Civil Servants, have not yet been fully felt. 





IMPLICATIONS FOR THE UNITED STATES 


Economic Relations with the U.S. Should Grow: The resumption 
of rutile mining by an American firm will increase the importance 
of economic ties with the U.S. If potential U.S. investments in 
iron ore mining materialize, exports to the U.S. will be further 
increased. U.S. imports of diamonds and agricultural products 
probably will remain at about their present levels for the next 
few years. Sales of U.S. wheat are likely to continue at present 
levels while sales of rice will decline from past figures as Sierra 
Leone approaches self-sufficiency in rice production. 


Limited Sales Opportunities: Sales opportunities for American 
products in Sierra Leone are Timited. The Government probably will 
restrict imports for at least the next two years as part of its 
efforts to correct the balance-of-payments deficit. Opportunities 
for major sales of electric generating, transport and communication 
equipment to the Government exist, but these opportunities are 
constrained by the tight budget and difficulty of securing 
financing through international channels. Sierra Leone will be 
interested in buying U.S. products and technology which will lead 
to decreased imports or increased exports. 


U.S. Investment will Grow: U.S. investment in Sierra Leone 
can be expected to grow over the next five years. U.S. firms are 
active in mining investments and opportunities for investments in 
small manufactures, fishing and food processing exist and deserve 
cultivation. Sierra Leone's Five Year National Development Plan 
clearly recognizes the need for foreign capital and technology. 


As a beneficiary developing country under the U.S. trade 
act of 1974, Sierra Leone enjoys duty free access to the U.S. 
market on many products. Similarly, as a party to the Lome 
Convention, Sierra Leone's exports quality for special access to 
the European Common Market. Freer access to these markets may 
provide another incentive for investors interested in exportable 
products. At the same time progress of the Mano River Union, 
especially in the areas of custom harmonization, joint planning 
on industrialization, and improved transportation links, will 
enhance the outlook for investments designed to serve the regional 
market. Investors, however, will have to assess each proposed 
project carefully in light of Sierra Leone's present financial 
and balance-of-payments problems. 
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